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The Internal Audit
Post Audit Review Conference

By Billy R. Brewer, CPA

Internal audits are performed as
an independent appraisal activity for
a review of company operations and
as a service to higher management.
The internal audit is a managerial
control that functions to measure
and evaluate the effectiveness of
other controls.
There are two primary types of in
ternal audits: the verification type
and the operational type. The
verification type may include an
unannounced cash count or confir
mation mailing to verify an account
balance. The operational type audit
relates to a review of the procedures
followed in internal operations. In a
telephone company, for example, an
operational audit could be per
formed of the services provided
customers. Here, the internal audi
tors would audit customer service
orders to determine if customers are
receiving the services or installa
tions requested, and if such
customers have been properly billed
for these services.
After an internal audit has been
completed, it is helpful to hold a post
audit review meeting. This article de
scribes the post audit review that is
used at South Central Bell in Bir
mingham, Alabama. Attention is
given to the purpose of the review
and to suggested procedures that
may be followed to promote under
standing of remedial actions
needed.

Purpose of Post Audit Review
In South Central Bell, a post audit
review meeting is held prior to issu
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hear all participants. The seating ar
rangement is pre-planned by the au
ditor to avoid the appearance that
the auditors are on “one side” and
the auditee on the “opposing side.”
In other words, avoid an “US” versus
“THEM” seating arrangement. To
accomplish this, the auditor in
charge of the meeting is the focal
point of discussion while audit
supervisors avoid being in the
limelight by sitting among the
auditee participants rather than at
the head of the table with the auditor.

Who Is Invited?

ing a formal audit report to give the
auditee both a “readout” of the audit
findings and an opportunity to dis
cuss the meaning of the problems
disclosed. These discussions in
clude evaluating the impact of the
findings on Company operations
and determining a course of action
to remedy the condition. In brief, it is
an opportunity for further manage
ment service to the department head
and higher managers.
A post audit review meeting with
department heads and higher man
agement is always held when the
audit findings are so extensive or
serious that the subject is deemed
“Unsatisfactory”. In certain cases,
such a post audit review meeting is
held even though overall audit find
ings are “Satisfactory” but failures
disclosed during the review warrant
discussion. Occasionally, a post
audit review meeting may be held
when the findings are entirely
“Satisfactory”. This may occur
where the subject reviewed is either
sensitive or unusual, so as to be of
particular concern to higher man
agement.

The department head(s) whose
operation is directly involved in the
review is always extended an invita
tion, either in writing or by personal
telephone contact from the Internal
Audits Supervisor. This affords them
the opportunity to react to the find
ings and to participate in the
development of the corrective ac
tion. If the department head is un
able to attend because of other com
mitments, an alternate is sought as
the representative. The General In
ternal Auditor is invited to all post
audit review meetings where un
satisfactory findings are discussed.
Of course all those who are directly
involved with the audit are requested
to be present.

When Meetings Are Held
The post audit review meeting is
held as soon as possible after the
close of field work, but not before a
draft of the audit report is available!
While the draft is not read or dis
tributed at the meeting, its prepara
tion forces the auditor to organize
the subject and associated findings.
The report is not read during the
meeting since changes may be
made to an audit report as a result of
post audit discussions, or because
supplemental facts disclosed during
the discussions may indicate the
changes needed. As a general rule,
post audit review meetings are held
within two weeks after the close of
field work.

Location

Visual Aids

Where building facilities permit, a
post audit review meeting is held on
neutral territory (i.e. neither in the In
ternal Audits office nor the auditee’s
office). A conference room is
selected which is spacious, well
lighted, and inviting to the auditee.
Adequate room accommodations
are pre-arranged by the auditor so
that all attendees can easily see and

In most instances, handwritten flip
charts are used in post audit review
meetings. While other aids are
sometimes used (i.e. easel, 35mm
slides, viewgraphs, and handouts),
flip charts are not only the most com
mon but usually are the base from
which other aids are introduced.
The discussion below centers on flip
charts as the visual aid to be used.

Flip Chart Standards
1. Complicated designs are
avoided. Charts are a visual,
not a visible verbal.
2. Charts contain only brief
phrases—a phrase for the find
ing; a phrase for the impact;
and a phrase for the suggested
remedy. Long narratives are
avoided.
3. All lettering, numbers, and so
forth flow from left to right and
top to bottom.
4. Minimum letter size of charts
are 3/4” (25’ between farthest
viewer and chart).
5. One idea or theme is organized
at a time.
6. Visual aids are subordinated to
the speaker; they provide visual
reinforcement.

The Presentation
1. As they enter the room, partici
pants are greeted by the audi
tor and the audit supervisor.
The presentation is low-key
and designed to engender dis
cussion from the auditee(s).
The meeting is cordial with the
objective of securing full
understanding of the findings
and obtaining agreement as to
corrective action to be under
taken. To this end, the post
audit meeting is a conference
to agree on solutions, not a lec
ture or hard sell. The final re
port reflects only those matters
covered during the post audit
review meeting and contains
no surprises.
2. Since the participants have
been advised of the approxi
mate length of the meeting
the auditor strives to start on
time and finish on time, allow
ing ample time for input from
participants without “rushing.”
The auditor does not stifle dis
cussion in order to stay within
time restraints, but on the other
hand keeps control over an
evenly-paced meeting. The au
ditor in charge is “sensitive” to
the discussion, to the meetings
expressed, and to the needs of
the group.
3. The auditor begins the presen
tation with a brief overview of
why the subject selected for
audit is important. The visuals
for this overview usually com
prise one flip chart with a dis
cussion and amplification as
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needed. As an aid in conduct
ing the meeting and to avoid
omitting some important item,
the auditor usually jots down
memory joggers on the reverse
side of the next flip chart so as
to be visible when the prior
chart is visible to the auditees.
These notes help the auditor
keep the presentation on track
and serve as memory
refreshers—not as a script to
be read.
Next, the auditor discusses the
scope of the audit and the ap
proach used in the audit (sam
ple size, places visited, and so
forth). Scope items are dis
cussed without visuals. Using
this approach, the auditee
gains confidence in the auditor
and the audit plan.
The auditor, after adequate
review of the scope, begins
with a discussion of the posi
tive findings disclosed during
the review. When placed on a
visual, the positive findings are
usually a series of phrases, all
on one visual. This is because
no extensive development of
each is usually needed. Yet the
good points need to be recog
nized.
After the positive findings, the
auditor addresses the first sig
nificant adverse finding. While
the chart shows a brief phrase
representing the finding, with
examples and specifics quoted,
the discussion covers all
aspects of the finding to in
clude what prescribed pro
cedures were, what was ac
tually taking place, and how
the failure occurred. During
these discussions, the auditees
are solicited for input. Then, the
chart is turned to the next
phrase which reflects the ad
verse impact of the finding on
company operations (in dol
lars, index points, or other po
tential or actual quantitative
measures). The impact of the
finding is discussed in detail
and, hopefully, agreement ob
tained from the auditee that the
impact is indeed significant.
The auditee is apprised of how
the auditor developed the im
pact amount.
After the impact is discussed,
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2SFAC #1 identifies the financial state
ments now most frequently provided as (a)
Balance Sheet or Statement of financial Posi
tion, (b) Income or Earnings Statement, (c)
Statement of Retained Earnings, (d) State
ment of Other Changes in Owner’s or
Stockholders’ Equity, and (e) Statement of
Changes in Financial Position (Statement of
Source and Application of Funds).
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the auditor turns to the next
chart which outlines the
“remedy” suggested by the au
ditor, such remedy having been
developed in concert with
auditees involved during the
review. If general agreement is
obtained, the auditor moves on
to the next finding. However, if
the auditee does not agree with
the suggested remedy, a viable
alternate solution is sought.
Should agreement for a remedy
become unattainable, the audi
tor collects enough information
to reflect fairly significant
views in the final report. It is the
auditor’s responsibility,
however, to take a position and
to state that position after con
sidering all relevant viewpoints
and facts.
8. After all findings are reviewed,
the auditor summarizes the
findings using one chart, and
then “talks through” the pro
posed corrective action. The
discussion is limited, but pre
sented in such a manner to
avoid any misunderstandings
as to the findings and sug
gested remedies.
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Summary
In conclusion, to conduct a post
audit review meeting that promotes
understanding, one must:
1.
Include department heads.
2. Conduct meetings on neutral
ground.
3. Restrict meeting time to one
hour or less.
4.
Avoid an air of confrontation.
5.
Encourage auditee input.
6. Use visual aids to highlight the
findings, the impact, and the
remedies.
7. Obtain concurrence with
auditees, or failing that, fairly
reflect varying views while still
making an independent audit
decision as to the position
taken.
It is helpful to keep in mind that in
ternal auditing is a management
service conducted by professionals.
The ultimate success of the audit de
pends upon the auditor’s ability to
promote effective action to remedy
substantive problems. Ω
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